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Thank you all for coming, this is an honor for me to be here to talk to you about Ayn Rand?s 
ideas.
So you heard that Ayn Rand has had a real impact on American politics.  She?s had a real 
impact on certain elements within the Republican Party.
I think it?s important to note, it?s important to understand that Ayn Rand in important ways 
is significantly more radical, more extreme if you will than anybody in the Republican Party 
today.  They have been impacted by her, they are influenced by her, but they do not agree with 
her on many of the policies that they suggest and certainly not on the political philosophy from 
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where she comes.
Take an example of Ted Cruz, where you saw a video where he?s reading from Atlas 
Shrugged.
Ted Cruz strongly believes that government should be involved in social issues.  He?s very 
religious, he?s very Christian, and he believes that government has a role to play in dictating 
our personal morality.  Ayn Rand would reject that completely.  She would reject the idea that 
the government should be imposing any set of morality at all.
Ted Cruz also happens to be very anti-immigration.  Ayn Rand would be fairly pro-
immigration, or very pro-immigration, and there are a lot of issues, like this, that I think 
differentiate all of the people who you saw up there as having been influenced by her, from her 
actual ideas.
Let?s talk about Ayn Rand?s actual ideas.  And If I speak too fast or something just wave 
and I can repeat.  Ayn Rand believed in limited government.  Very limited government. 
Government that was limited to one thing, and one thing only.  And that is to the protection 
of the individual?s rights; protection of individual rights.  Now what are individual rights? 
Individual rights are freedoms to act.  When the founding fathers of America in the Declaration 
of Independence say that all individuals have a right to life, liberty, and the pursuit of happiness. 
What they mean is that every individual by his very nature has the right to act in pursuit of the 
values that he believes will lead to a good life, will lead to happiness.
In other words, any individual has the right to act any way he chooses.  Free of coercion. 
Free of force, free of coercion from his neighbor, free of coercion from government, free of 
coercion from foreign powers and terrorists.  Free.  So the role of government according to 
Ayn Rand, is to protect us.  From crooks, from criminals from fraud, from terrorists, from 
foreign invaders.  To help us settle disputes through the legal system.  That?s it.  That?s it, so 
a police force, a judiciary, and a military.  Government intervention in the economy is coercive 
intervention in the economy.  You can?t choose whether to use...  whether to abide by the 
economic laws that the government dictates or not.  It?s coercive it?s by force.  So Ayn Rand 
believed in a separation between the economy and government.  So in Ayn Rand world if you 
will, government has no economic policy.  Because government is not involved in the economy.
It doesn?t spur demand.  It doesn?t stimulate consumption.  It doesn?t regulate.  It doesn?t 
have a Federal Reserve.  It doesn?t have a central bank.  Take a central bank as an example.
A central bank is a coercive institution.  It drives out all forms of money except the form that 
it prints.  It forces us to use the paper yen in Japan, the paper dollar in America, the paper Euro 
in Europe.  We have legal tender laws that force people to accept this paper money, otherwise it 
41
would probably be driven out by other forms of money.
And it prints that money today based on a group of, in the United States, twelve people who 
sit around a table and decide how much to print.  And as a consequence, a dollar today, is worth 
5 cents relative to a dollar when the Federal Reserve was established in 1913.  Within 100 years 
the dollar has lost over 95% of it?s value.
And by the way, one of the reasons for establishing the Federal Reserve in 1913 was what? 
Economic stability.  The idea was that a Federal Reserve a central bank would prevent bank 
crises, would prevent economic depressions and would bring stability to the economy.  This was 
after a financial crisis in America in 1907 where there wasn?t a central bank.
So what has happened since the establishment of the Federal Reserve?
Within 60 years after the Federal Reserve was established, the US experienced the Great 
Depression.  If you study the work of Milton Freedman and Shwartz?s famous book on the 
history of interest rates they squarely blamed the Great Depression on Federal Reserve policy. 
The Federal Reserve messed up.  And as a consequence, instead of having a recession, we got a 
depression.  So, the Federal Reserve didn?t increase stability, it increased instability.
People tell us, they were young, they didn?t know what they were doing, and we have to give 
them a pass on the Great Depression.  That doesn?t count.  So lets look at the credibility of the 
Federal Reserve, in terms of creating economic stability post-Great Depression.
Well in the 1970s we got what?  What did the world experience, including the US, in the 
1970s?
Deflation.  What does deflation come from?  Well from printing all that money.  And we got 
something that many economists believed was impossible, we got stagflation.  That is, we got 
stagnation and inflation at the same time.  Caused by Federal Reserve policies to fix it, the 
Federal Reserve had to jack up, under Paul Volker, that?s history, they had to jack up interest 
rates in 1981 and 1982, which sent the United States economy into deep recession.  In the 
name of economic stability, we get these big swings.
Now skip forward a little bit, to this latest great recession as they called it.
What caused the 2008 recession?  Well we?re told, the story right now is that speculation on 
Wall-Street caused the Great Recession that greed on Wall-Street caused the Great Recession, 
but as far as I can tell there?s always greed on Wall-Street.  As far as I can tell Wall-Street 
always engages in speculation.  The question is Why this time did we have such a collapse?
And again I would argue and we don?t have time for me to prove this, but I would argue that 
the 2008 recession is for the most part, not entirely, but for the most part a consequence of poor 
Federal Reserve policies.  Alan Greenspan policies.
After the dot-com bubble burst in the early 2000s, Alan Greenspan lowered interest rates 
42
and then 9/11 happened.  There was a risk of recession in the United States.  Alan Greenspan 
lowered interest levels to the lowest level they had been in the history of the United States, to 
1%, and he kept them there for 2 and a half years.
Guess what people do when you have very very low interest rates?  People borrow money. 
So Americans borrowed money like crazy.  And what did we use the money for?  Houses. 
Why houses?  Because the government was subsidizing it.  If the government is giving you 
a subsidy, I?m gonna go use that subsidy, why not?  So we all bought houses, very expensive 
house, because money was cheap and when interest rates started going up in 2005 and then 6 
and 7, that?s when you start getting the crisis.
So in my view, the financial crisis is a consequence of interest rates being too low, for too 
long and housing policy in the United States, the subsidy, the Freddie Mac and Fannie Mae, the 
tax subsidy that was provided.  And, if you think about it, it is inherent in the Federal Reserve 
that we have instability.
Why?  By the way, after the financial crisis again they lowered interest rates, this time to 0. 
We are still living in basically a 0% interest environment, and how has that been working out? 
The economy has not gone up, it?s barely moving.
It is inherent in the Federal Reserve to encourage instability.  Why?  We understand as 
economists that price controls are not good.  Right?  We teach that in economics 101, we 
teach that price controls are no good.  Because central planners plans are not good, they don?t 
have market signals to tell where to set let?s say the price of bread.  Experience with price 
controls is that the government tends to set prices too low.  And when prices are set too 
low, manufacturers don?t want to produce the good, but everyone wants to buy it, so you get 
shortages. 
So usually government bureaucrats want to compensate for that, so then they bump the price 
up and they set it too high.  So everyone wants to produce the good, but nobody wants to buy it 
and you get surpluses and if it?s bread, you waste the bread, it?s thrown away because nobody 
will buy it at the price that the government has set.  So we generally understand that price 
controls do not work.  So we take the one price that, in my view, and I think most economists 
would agree, is the most important price in the entire economy, the interest rate, and we give 
central planners the ability to set it.
Guess what happens?  They set it too low, or too high, but they cannot set it right.  Because 
what?s the right rate of interest?  It?s just like the right price of bread, it is the clearing price 
between the supply and demand.  The supply of funds which equals savings, to the demand 
for funds or the demand for loans and the intersection between the supply and demand curves 
would set the interest rate.  But we don?t allow that to happen.  Because the central planner, 
in other words the central bank is now dictating what the price will be and as a consequence 
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central banks have to cause distortions just like if you set the price for bread, you would have 
distortions in the market for bread.
One of the great miracles of capitalism, in America and I think in Japan, you can walk into any 
grocery store at any time of day and almost always, there is the bread you want at a price that 
you?re willing to pay for it.  Supermarkets don?t throw away a lot of bread and there are never 
lines outside the supermarket of people wanting to buy bread that doesn?t exist.  That?s the 
beauty of the price system; that?s the beauty of free markets.
And yet when it comes to interest rates, the most important price in the whole economy 
because it dictates other prices, we use it for financing, we use it for credit, we use it to 
discount huge cash flows in investment process for investment prices, that?s the one price we 
control.  So surprise, surprise what do we get?  We get instability in the economy.  The business 
cycle, in my view, is to a large extent driven by fed policy, by central banking policy.  Same in 
Japan.  You have a period where interest rates are set too low and there?s an oversupply of 
money, and you get speculation and you get real estate speculation and then you get a crash. 
And since then the bank of Japan has not been able to do anything and it can?t because the price 
it sets will never be right.
So that is just one example of how government, cannot, cannot replace the market.  What we 
need in banking in terms of money is a free banking system like there was in America and in 
Scotland and in other places around the world before the establishment of the Federal Reserve 
Banks when banks printed money based on the gold reserves they had and you had real 
competition.  Interest rates were set by supply and demand; supply of loanable funds, demand 
for loanable funds.
Somehow money, we imagine, is different than any other good in the economy but it?s not, 
it?s just a medium of exchange.  It?s just a facilitator of barter.  Money is not special.  It?s just 
a way we barter more effectively.  Barter your time for the bread.  Money smoothes out the 
process
Okay so let me say, so this is the economic reason why Ayn Rand would object to government 
intervention in the economy, but it?s rooted in something deeper, it?s rooted in the fact that 
government is force.  Government is coercion.  Government is a gun.  And coercion, force, 
guns...  have no place in the marketplace.
The marketplace is about voluntary transactions.  The marketplace is about individuals and 
businesses interacting with one another on win-win relationships, on the basis of trade, of 
voluntary trade.  Once a gun-force coercion is introduced, that voluntary trade is distorted and 
rights are violated.  So Rand is against government intervention in the economy because she 
believes it doesn?t work.  And it doesn?t work and it doesn?t work because it?s an introduction 
of force into human relationships but again we have to go deeper.
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If you will, I think Adam Smith would have agreed on that point at least to some extent.  Ayn 
Rand disagrees with Adam Smith more fundamentally.  Because for her, it?s not just about 
the outcome, the economic outcome.  This is a moral question, an ethical question.  Why was 
Ayn Rand so opposed to coercion?  So opposed to force? So opposed to the gun, or the fist or 
whatever.
Ayn?s philosophical framework does not start as Adam Smith?s does, and as many economists 
do, and as almost all philosophers do: with the group, with the collective, with society.  Rand 
starts with the individual, the unit, the important unit, the basic unit of society is the individual, 
and the question then, as Rand asked from a philosophical perspective,
What is good for the individual?  What is good universally for all individuals?  What does 
individual life depend on?  What does each one of our lives depend on?
Think of all the values....  the things we need in order to live, the things we need in order 
to live well, in order to ?flourish? to use Aristotle?s term.  Aristotle believed that the books on 
morality, the books on ethics were to teach us how to flourish, how to live a good life, how to 
live the best life we can live.  Ayn Rand agrees with Aristotle.  And she says what is the one 
thing that human beings need to do in order to live a successful, flourishing life?  Where do all 
the values that human beings need in order to live that life come from?  
And she points out that there is a difference between human beings and animals, the rest 
of the animal kingdom, if you will.  Animals survive by instinct.  Animals survive by their 
physicality if you will.  A tiger is strong, a deer is fast.  And we, as human beings, physically are 
not very well designed in order to survive.
You put a human being and you put a Sabertooth tiger, and the Sabertooth tiger eats the 
human being.  Yet, the last Sabertooth tiger I saw was in a museum, and here we are, the most 
successful species ever.
What makes that possible?  The human mind.  What makes it possible is reason, what makes 
it possible is our rational faculty, our ability to figure things out, to solve problems to change our 
environment to fit our needs, to hunt with tools and weapons, to get food through agriculture, 
I mean think of the innovation that agriculture was.  To make desks, computers...  All of these 
things are products of the human mind.  All of the values that human beings need in order to 
survive are products of human rationality.  Thinking of humans.  A man and woman are rational 
beings, are thinking animals.
And what we must protect, if we are to allow the individual to flourish, if we are to allow the 
individual to be successful, what we must protect is the ability of the individual to think, to be 
rational and to act on his thoughts.
The enemy of reason.  What is the thing that threatens rationality?  That threatens thinking? 
That makes it impossible for us to act on our thoughts and our reason?  I mean Uber, everybody 
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familiar with Uber?
The guy who started Uber had an idea: ?Use technology to connect drivers and passengers 
efficiently to allow people to get from place A to place B without having to call a taxi.?  Much 
more efficient than a taxi...  What is stopping Uber where it?s being stopped?  Coercion, force.
So coercion and force are the enemies of rational thinking.  I mean, think about all the times 
in human history where people came up with good ideas, brilliant ideas, new ideas.  They 
couldn?t do anything about it.  Because what?  Somebody coerced them.  Usually the state 
or the church or the powers to be, coerced them into silence or killed them, and that?s the 
ultimate way to silence someone.
If I put a gun to the back of your neck and tell you from now on that you have to act as if two 
plus two equals five.  You can?t think.  You can?t program a computer.  You can?t build a bridge. 
You can?t solve a math problem.  You can?t do economics.  Coercion is the enemy of reason.
So if we care about human flourishing, individual human flourishing, if we care about human 
success, if we want to allow people to think new ideas and sometimes they?re bad ideas, 
sometimes they?re wrong ideas.  Then they fail.  And if we allow them to act, we want to allow 
them to act on those ideas so they can be tested.  Then what we need to extract from society, 
is force, coercion.  It?s wrong to steal.  It?s wrong to murder.  We know all this, we?ve always 
known it and yet we allow the state to do it, whenever it wants.  It can decide how much of 
yours it?s going to take.  Why?  Because we voted on it.
Rand says no.  Stealing is stealing is stealing.  No matter how many people are voting on it. 
It?s wrong to stop Uber.  Uber might be a terrible idea, then let it fail.  The central banker, the 
government has no right to coerce people because once you do that, you destroy reason, you 
destroy freedom and you destroy individual?s ability to flourish and be successful.
So the standard, think about what Adam Smith?s standard was.  Adam Smith says that the 
reason free markets are good, is because they maximize the utility of society, because society 
becomes richer, because society is better off.  He says each individual within an economy, 
within a free market, acts in their own self-interest, but self-interest is bad, but when we 
aggregate it with the invisible hand, we get a good outcome for society.
Ayn Rand rejects this reason.  She says ?no the standard is not society, the standard is the 
individual?.  Individuals pursuing their long-term rational self-interest is good individuals 
wanting to flourish, wanting to be successful, wanting to be good.  Capitalism and a free market 
is the only system that allows them to do so free of coercion.  And that?s what makes free 
markets moral: not that society is better off, but that the individual is better off.  And to the 
extent that he exercises his reason, to the extent that he works hard and is productive, he will 
be successful.  And to the extent that he?s not he will fail.  And just to bring in inequality, that?s 
why we have inequality.  Some people are productive and some people are not productive.  So 
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some people make a lot and some people make a little.  That?s just reflected in reality.  And 
that?s good she would say, there?s nothing wrong with that.
So let me wrap up and then we?ll take some questions.  So for Rand the moral basis of 
the free market is the individual?s right, ?inalienable right?, to quote the Declaration of 
Independence, to pursue the values necessary for his own life from coercion.  The only way to 
guarantee that freedom is to create a government that is not allowed to coerce it?s citizens a 
government whose only job is to protect them from coercion.  Is to protect them from coercion 
from their neighbors, from their friends...  And this is very similar to the original intent of the 
founding of America.
The original idea of separation of powers was to minimize the power of government.  The 
original intent of the Bill of Rights was to say no matter how many people vote, you can?t take 
away people?s property, you can?t silence people.  Freedom of speech is absolute.
The original intent of the founders was a very limited government that protected us and left 
us free otherwise.  Thomas Jefferson said once ?if your neighbor doesn?t have his hand in your 
pocket, what he does with his life is none of your business? in other words if he?s not violating 
your rights, the state has no role in his life.  So limited government does nothing in the name 
of the individual and that?s Ayn Rand?s view.  And that?s quite different from Ted Cruz, the tea 
party...  The tea party is very confused.  The tea party emotionally likes Ayn Rand?s ideas... 
Intellectually they want government favors, they want government goods.
So that?s my talk and then we?ll take some questions.  Thank you.
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